Purpose -This paper aims to analyse the relevance of management and productivity in the behaviour of firms in international trade.
Introduction
In the mid-1990s, the increasing availability of data at firm level showed that the classical models of international trade (Ricardo, 1817; Heckscher, 1919; Ohlin, 1933) and the new trade theory (Krugman, 1980; Helpman, 1984; Helpman and Krugman, 1985) had serious limitations in explaining the behaviour of individual firms in international markets. Even though these trade models incorporated appropriate elements to describe some stylized facts of international trade (comparative advantages, specialization, imperfect competition and economies of scale), "they proved inadequate to explain a range of empirical findings that emerged in the 1990s from new firm level data sets" (Helpman, 2011) .
Therefore, recent international trade literature has primarily focussed on the role of firm heterogeneity in international markets. The idea behind this research is that differences in the behaviour of firms in international markets are explained by differences in the firm characteristics. Studies have revealed the existence of substantial differences between exporters and non-exporters. According to Bernard et al. (1995) , exporting firms are larger, more innovative and more productive than non-exporting firms. Among these differences, productivity has been placed at the core of the firm's export decision. In his seminal work, Melitz (2003) established that only the most productive firms could obtain positive profits from exports because of the existence of certain sunk costs on entry into international markets. Consequently, only the most productive firms will enter export markets while less productive firms will tend to remain in domestic ones.
Nevertheless, when the international trade literature started to focus on firm heterogeneity in international markets, there was already a huge field that was investigating the behaviour of firms in exporting and foreign direct investment (FDI): the international business literature. As that moment, both branches of literature have tried to answer a common question:
Q1. Why some firms export and perform FDI activities while others do not?
In addition, both have pursued the same goal: try to shed more light on the behaviour of firms in international markets. Nevertheless, they have focussed on different variables and through different methodologies.
Hence, in the past 20 years, international trade and international business literature have travelled through parallel ways, but unconnected. Despite the two branches of literature have focussed on the same topic, few are the papers that include both approaches together (Beugelsdijk et al., 2013) , and this is precisely the main motivation and contribution of this research. In other words, we want to reconcile the international trade literature and the international business literature into one empirical work, to deepen into the determinants of exporting and FDI. Using a rich data set for a sample of Spanish manufacturing firms, the survey on firms' strategies (EESE), we have used an index of management quality, which will serve us as a proxy for the good management practices in the firm. Then, we will include this variable in the international trade analysis with firm heterogeneity, to compare the relevance of management and productivity in the behaviour of firms in international markets. We are conscious of the fact that measuring management quality is undeniably a difficult task. We are not the first to do it, however (Bloom and Van Reenen, 2007) , and our indicator of management quality is based on a comprehensive and unique set of information, which has never been exploited before in this context.
For our purposes, we will proceed in two steps. In Step 1, we will analyse the heterogeneity in terms of management practices across firms regarding their internationalization status. In other words, we will compare the management level of the domestic, exporter and multinational firms. Then, we will repeat this analysis for the productivity heterogeneity across firms, to check if firms differ more in terms of management or in terms of productivity. In
Step 2, we will see how management and productivity correlate to the joint probability of exporting and performing FDI. We want to see if management has a direct impact on the firm's internationalization decisions beyond its impact on productivity.
Literature has proved that management and productivity are strongly correlated, at the firm level and research has offered many evidences of this link. In general, management can foster productivity through the use of human capital and innovation AEA activities (Andrews and Westmore, 2014; Van Reenen, 2010a, 2010b) . Good management quality has a direct translation on productivity through the incorporation of more efficient, profitable and competitive labour and capital. However, management and productivity do not reflect the same firm virtues. While total factor productivity (TFP), the measure used in this research, measures the level of firm efficiency, profitability and capacity to be competitive, management abilities reflect the attributes of top managers together with the organizational structure of the firm. Therefore, while productivity and management are connected, they reflect different aspects of the firm nature, and hence, may have a different role in the behaviour of firms in international markets, which is precisely the main interest of this paper.
To anticipate our main findings, our results show that there exists a considerable degree of heterogeneity across firms in terms of management. More precisely, multinationals are the better-managed firms, exporter firms have an intermediate management level and domestic firms are the worst managed firms. Differences in terms of productivity across firms respond to this same hierarchy. Moreover, among switcher firms, results show that in the periods in which they decide to export or to invest abroad, these firms are better managed but are not more productive than in the rest of the periods. Furthermore, results indicate that our management index is positive and significantly correlated to the firm's productivity level. Finally, we show that regardless of its positive relationship with productivity, management also has a direct impact on the firm's probability of exporting and involving in FDI.
The conclusion to be drawn from this is that there is considerable room for management quality in the firm's export decision and in the activities of firms. This is our main hypothesis in the paper that can be formulated as follows: firms performing optimal management practices may either absorb some of the sunk costs on entry into international markets or deal more easily with the risks associated with exporting, and in the end, may accomplish a successful internationalization strategy despite their limitations in terms of productivity. In this sense, management quality should be seen as an instrument in the firm's internationalization decisions, in which better-managed firms will find the least costly and most efficient internationalization pattern.
According to Melitz's (2003) model, firms wishing to export must overcome certain costs associated with the entry into foreign markets. These costs may be variable in nature, such as transport costs or tariffs, but can also be fixed, independent of the export volume. Thus, only the most productive firms can afford the sunk costs associated with entry into export markets and obtain positive profits from exports. In other words, the only way to overcome these sunk costs is through productivity. So, facing similar sunk costs, only the firms with productivity levels above a certain threshold will be able to export.
However, our results show that management plays an important role. Better-managed firms may overcome costs associated with the setup of new distribution channels through cooperative strategies, such as alliances, partnerships or joint ventures with suppliers or customers or even because of an experienced legal department within the firm, thus improving the firm's access to new export markets. They may also surmount other sunk costs such as those associated with learning about a foreign market or informing foreign buyers, at a very low marginal cost, through information technology resources. Moreover, sunk costs are never very predictable and firms must, therefore, always assume some risks in their export decisions. Recent research has revealed the importance of the risks that firms face when starting an international project, especially in developing economies, related to fraud, corruption or competition and regulation uncertainty. Therefore, we would expect Firm heterogeneity in international trade better-managed firms to be more able to evaluate these risks and to face them in a more efficient way. Furthermore, some tendencies towards the reduction of sunk costs increase the relative importance of management quality against productivity. The European framework undoubtedly helps Spanish manufacturing firms to overcome the sunk costs associated with exporting. Firstly, 67 per cent of Spanish exports go to the EU and the European Common Market ensures the free circulation of products within the EU, so tariff costs or costs associated with the rules of foreign customs agencies disappear. Besides, the majority of sectors (e.g. electronic and electrical equipment, machinery and medical devices) are harmonized and subject to common rules across the EU. They provide a clear and predictable legal framework for businesses. If manufacturers follow these rules, their products can be sold freely in the market. In this sense, the costs associated with product modifications to conform to foreign standards are relatively small inside the EU.
The rest of the paper is organized as follows: Section 2 analyses the theoretical framework, which supports this research, reconciling both recent international trade literature, which focusses on explaining the firm's behaviour in international markets, as well as the international business literature, which focusses on evaluating the impact of management practices on the firm's economic performance. Section 3 describes the data set and the methodology used in this research, as well as the econometric strategy used to demonstrate our objectives. Section 4 presents the main results obtained from the econometric analysis, with the corresponding robustness checks. Finally, Section 5 highlights the main conclusions of this research.
Theoretical framework
The recent international trade literature has been focussed on depicting the role of firm heterogeneity in exporting and FDI. The first people to undertake an empirical study about exporting across firms and between industries were Bernard et al. (1995) . Because of panel data of US manufacturing firms between 1976 and 1987, they found remarkable differences between the exporter and domestic firms. Specifically, they discovered that exporters were larger, more capital intensive, paid higher wages, received higher benefits, invested more per employee and showed higher labour productivity than non-exporter firms. However, the theoretical model that recognized differences between individual producers within an industry did not arrive until Bernard et al. (2003) and Melitz (2003) broke with the classical assumption of a representative firm to incorporate firm heterogeneity in markets. In his model, Melitz (2003) made an extension of the Krugman (1980) model with monopolistic competition and increasing returns to scale but incorporating firm level productivity differences. In the Melitz model, the key element used to explain why some firms export, while others do not, is productivity. According to him, there are some sunk costs associated with entry into export markets and only the most productive firms are able to overcome these. In this sense, the least productive firms serve only the domestic market while the most productive firms can export to international markets. Helpman et al. (2004) extended Melitz's (2003) model to include firms that invest abroad. Their results showed that multinational firms, those firms that own foreign subsidiaries or license foreign firms to produce their products, are more productive than others (exporters and domestic firms). In other words, only the most productive firms are able to become involved in FDI. The hierarchy of firms in terms of productivity presented by Melitz (2003) is extended in the Helpman et al. model: the least productive firms serve only the domestic market, firms with an intermediate productivity export and only the most productive firms are able to become involved in FDI activities. Regarding the empirical literature on FDI at AEA firm level, Yeaple (2009) with a sample of US multinational firms, found that the most productive multinational firms invest in a larger number of foreign countries. He also found that multinational activity was correlated to other factors such as distance between the parent company and the subsidiary, a common language or the GDP per capita of the country in which the subsidiary will operate.
However, the international business literature has offered, as well as many explanations about the behaviour of firms in international markets. Johanson and Wiedersheim-Paul (1975) and Johanson and Vahlne (1977) proposed a model that described the behaviour of multinational and exporting firms, later called the Uppsala model. Through the study of the cases of four Swedish multinational firms, they concluded that firms experienced a process of gradual internationalization in their conquest of international markets, a process they called "the establishment chain". Firstly, because of the lack of knowledge about foreign countries and the propensity to avoid uncertainty, firms develop in the domestic market, selling only in the home country. Secondly, firms start to export to neighbouring countries, which are comparatively well-known and they share similar business practices. Finally, they start producing or manufacturing abroad, getting involved in FDI activities. Hence, the Uppsala model suggests that the process of internationalization of firms depends on a gradual acquisition, integration and use of knowledge about foreign markets and operations.
John Dunning (1980a Dunning ( , 1980b proposed a model to explain the activity of multinational firms called the eclectic paradigm or the OLI model (Dunning, 2001) . Hence, according to this author, at any given moment of time, three forces will determine the activity of multinational firms. Firstly, the ownership advantage (O) that a multinational firm from one nationality possesses relative to their competitors of another nationality. These ownership advantages may be related to the firm's productivity or to any kind of ability that allows it to supply any particular market better than its competitors. Secondly, a location advantage (L) that encourages a multinational firm to locate its activity outside its national boundaries. Thirdly, an internalization advantage (I) that enables a multinational firm to benefit from internalize their activities rather than go to the market.
Recent international business literature has found that leadership abilities or the idiosyncratic attributes of the owner-manager (Lamb et al., 2011; Ellis, 2011) , the commercial and managerial experience of the founding team (Ganotakis and Love, 2012) or the managerial networking and social capital (Laursen et al., 2012) are also correlated to the performance of firms in international activities. Furthermore, market orientation capabilities such as information about customers, competitors and the external environment (He et al., 2013) or the use of cooperative strategies through alliances, partnerships or joint ventures with other firms (Haahti et al., 2005) improve their access to new export markets. Shamsuddoha et al. (2009) suggested that managers who perceive the international context more positively bring more value to the company because they are more likely to become involved in international activities.
Therefore, until now we have shown that, on the one hand, the economic analysis of international trade has highlighted the role of productivity in exporting and FDI. Then, on the other hand, the international business literature has highlighted the role of management practices in the behaviour of firms in international markets. The main goal of our work is to reconcile both the recent international trade and the international business findings to analyse the role of management and productivity in the behaviour of firms in international markets.
Data and methodology 3.1 Data
The data source used in this research is the EESE drawn up by the Spanish Ministry of Industry and the Fundaci on Empresa Pública. This data set is an annual survey, which refers to Firm heterogeneity in international trade a representative sample of Spanish manufacturing firms, according to industry and size. The survey applies random sampling for firms with 10-200 workers and exhaustive sampling for firms with 200 or more workers. The period analysed in this research is 2009-2013 (five years). Some firms answer every year while others do not, which makes the data set an unbalanced panel. For our purposes, the sample used is composed of three kinds of the firm:
(1) those that neither export nor carry out FDI (domestic);
(2) those that export but are not involved in FDI activities (exporter); and (3) those that export and are involved in FDI activities (multinational).
The activity of firms is classified into 20 different industries, according to the three-digit aggregation CNAE-09 of manufacturing industries. The complete list of variables used in the model is presented in Table I . AEA likely to remain in the survey for more years (4, 6), compared to exporter (4.4) and domestic firms (4.3). Furthermore, Table II shows that multinational firms are as well larger in terms of employees compared to exporter and domestic firms.
Management quality index
The management quality index (MQI) has been elaborated following Campo and Yagüe (2018) [1] . Using the EESE, we construct the MQI, selecting 40 variables in the survey (the complete list of variables is presented in Table III ), dividing them into 6 indicators:
(1) Leadership (7 variables): related to leadership and management abilities.
(2) Innovation (10 variables): related to management operation of products, processes or services. All the indicators are binaries, in other words, when asked about the use of these indicators, the firm's only possible answers are yes or no. All the indicators are constructed as follows, where X is the value of the indicator, i is the firm and t is the year:
X it = 1, if firm i in year t performs the indicator X (it has answered "yes"); X it = 0, if firm i in year t does not perform the indicator X (it has answered "no").
To construct each indicator, we add the value of each variable, and then, to build up the MQI, we add the values of each indicator. The MQI thus reflects the number of good management practices the firm is performing. In other words, the higher the value of the MQI, the better the firm's management practices. Table IV presents a summary of the descriptive statistics and correlations of the MQI and its components. Figure 1 presents the distribution of MQI across firms.
In general, the level of good management practice of Spanish manufacturing firms is notably low, as firms perform, on average, only 25 per cent (9.8/40) of total possible management practices. The MQI takes the value 0 in 29 observations, which represents 0.32 per cent of the observations [2] . Regarding the components of the MQI, the leadership indicator shows the best results: on average, firms perform 2.2/7 leadership practices. The worst scores appear in the collaboration indicator, in which firms only implement 0.6/5 collaboration practices. Notably, the maximum number of management practices performed by one firm in one year is 35, which means that none of the 2.468 firms performed all possible management practices (40) in any one of the five years analysed. Correlation coefficients show that leadership where X is the value of the indicator, i is the firm and t is the year strongly correlates with the majority of indicators, especially with collaboration (0.645) and innovation (0.559), which may suggest that strategic decisions at the core of the firm depend on the leadership level of managers.
We must emphasize the fact that we are not the first to elaborate an index of management practices. Bloom and Van Reenen (2007) created an index of management practices when conducting a survey of 732 medium size US and European manufacturing firms. Managers were asked about 18 questions grouped under the following three headings: monitoring (tracking and reviewing worker performance), targets (type, realism Firm heterogeneity in international trade and transparency of targets) and incentives (promotion criteria, pay and bonuses). Following this work, the authors created the world management survey (WMS) project, and because of the collaboration of many researchers and interviewers, they have managed to measure management in over 15,000 firms in 35 countries. (2007), our MQI covers more aspects of management quality; six categories (leadership, innovation, collaboration, employees, digitization and results) compared to their three aspects of firm management (monitoring, targets and incentives). Moreover, our survey asks firms a larger number of questions (40 compared to their 18).
The WMS is strongly focussed on human resource management within the firm, while our MQI is especially interested in the firm technological strategy. We believe that, in the next years, technological change will reshape the production structure and the distribution channel of the manufacturing industry. Hence, we consider that better-managed firms are those firms who are anticipating these changes, and therefore, are those who invest in adapting the structure of the firm and the skills of workers towards this technological disruption. Better-managed firms are consequently performing a continuous innovation It is important to recall that our index is elaborated from self-reported questions, which may contain a degree of error due to questions not being completely understood. Nevertheless, questions in the EESE drawn up by the Spanish Ministry of Industry are clear enough in our opinion for a satisfactory understanding, and in this sense, we will consider the measurement error due to this factor as minimal. Another aspect in which our index presents some limitations compared to the WMS is that we use closed questions. The use of closed questions, in which the only possible answers are yes or no, may provoke the loss of some nuances and details in managers' answers that could be useful in determining the firm's management quality (Bloom and Van Reenen, 2010b) . However, we find that the closed questions bring enough information for our purposes to the extent that we are investigating the number of good management practices firms perform.
Methodology 3.3.1 Firm heterogeneity.
For our purposes, we will proceed in two stages. Stage 1, we will focus on firm heterogeneity in terms of management and productivity. More precisely, we will estimate the average difference, in terms of MQI (1) and TFP (2) between Domestic, Exporter and Multinational firms:
To test the robustness of the results regarding the MQI, we will decompose the index into the six indicators (leadership, innovation, collaboration, training, digitization and results) to see which of the components of the MQI is more important in explaining differences between firms:
3.3.2 Export and foreign direct investment decisions. Then, we will study the link between management and productivity during the firm's decision to exporting and investing abroad. We will first analyse the relationship between management and productivity, to test if good management practices within the firm affect the productivity level:
We will estimate a bivariate equation (5) to analyse the joint decision of exporting and investing abroad, to study the complementarity of these variables in the behaviour of firms in international markets. As one would expect the firm's export and FDI decisions to be AEA correlated (i.e. they are not independent), the estimation strategy should recognize this interdependence:
In the Export it variable (dummy), the 1 correspond to firms i that export in period t, and the 0 correspond to firms i that do not export t. In the FDI it variable (dummy), the 1 correspond to firms i that perform FDI in period t, and the 0 correspond to firms i that do not perform FDI in period t. Table V presents the main results of the regressions performed to estimate the management and productivity premium. Equations (1) and (2) have been estimated through a random effects model. The results of equation (1) prove the existence of a management premium on more internationalized firms. Controlling for size and industry differences, Exporter firms have, on average, 35 per cent (0.300 MQI points measured in logs) more management quality than Domestic firms [3] . Moreover, equation (1) also indicates the existence of a management premium for firms involved in FDI. Multinational firms have, on average, 54.3 per cent (0.434 MQI points measured in logs) and 14.3 per cent (0.134 MQI points measured in logs) more management quality than Domestic and Exporter firms, respectively. This result is consistent with Bloom et al. (2009) who found that multinationals were generally well managed in all countries. Therefore, these results confirm the existence of a hierarchy of firms in terms of management quality. Equation (2) exhibits a well-known stylized fact (Melitz, 2003) : the existence of a TFP premium in the case of internationalized firms. Controlling for size and industry differences, Exporter firms show a TFP level that is on average 12.7 per cent (0.120 TFP points measured in logs) larger than Domestic firms. Similarly, equation (2) highlights the existence of a TFP premium for Spanish multinationals, which fits with the results obtained by Helpman et al. (2004) for US multinationals. Multinational firms are 19 per cent (0.174 TFP Table V . (1) and (2), we have controlled manufacturing industry to two digits. Robust standard errors (clustered by firm) are given in parentheses; *, ** and *** denote significance at the 10, 5 and 1 per cent levels, respectively. In the last row, we include the p-value obtained from the F-equality test Firm heterogeneity in international trade points measured in logs) and 5.5 per cent (0.054 TFP points measured in logs) more productive than Domestic and Exporter firms, respectively. The purpose of equations (3) and (4) is to analyse the correlation between a change in the firm's status and its management quality and productivity, estimating a fixed effects model. To do that we include only firms that change status during the period analysed (2009) (2010) (2011) (2012) (2013) . Notice that the number of firms present in these estimations falls to 348, indicating the high degree of persistence in the internationalization behaviour across Spanish manufacturing firms. Hence, among these group of Switcher firms, results show that to start exporting or to start investing abroad is correlated to a better management quality equation (3), but not to a larger productivity level equation (4). These results prove that, in the periods in which switcher firms decide to export or to invest abroad, they are better managed but are not more productive than in the rest of periods. In other words, it seems that the positive link between the internationalization process of firms and productivity appears only once the firm has reached a certain degree of persistence in its behaviour in international markets. On the contrary, managerial abilities seem to be more useful for firms in the early steps of their internationalization path.
Results

Management and productivity premium
To test the robustness of our results, we will focus on the components of the MQI to clarify where exactly the management heterogeneity between firms comes from. Regressions on Table VI confirm that behind the hierarchy of firms in terms of management quality there exists a hierarchy of firms in each of the six indicators that contribute to the MQI. In other words, Exporter firms possess more leadership and more management abilities, perform more innovation activities, collaborate more with partners and distributors, invest more in the training of their employees, have a more accurate digitization strategy and have better results measurement than Domestic firms. This situation is reproduced when we check the differences between Multinational and Exporter firms.
Export and foreign direct investment decisions
In the previous section, we have shown that more internationalized firms are more productive and better managed than domestic firms. Now, this section will investigate how management and productivity interact in the firm's export and FDI decisions. It has been described, recent research has revealed that management and productivity are correlated, and that management positively affects the firm productivity level. Table VII presents the results of a fixed effects model, in which we have regressed the firm productivity level on the MQI and a set of controls. Results show that both variables are tightly correlated. Precisely, a 1 per cent increase in the MQI is correlated to a 0.05 per cent increase in TFP equation (1) while equation (2) suggests that this connection between management and productivity is contemporaneous rather than lagged. Equation (3) shows that the impact of management on productivity is rather linear.
Once we have shown that management practices foster productivity within Spanish manufacturing firms, the purpose of this section is to investigate how these two variables interact in the behaviour of firms in international markets. However, if management and productivity are correlated, exporting and FDI are correlated as well. To control for this interdependence, we have performed a biprobit estimation of the joint decision of exporting and investing abroad.
Table VIII presents the main results of the biprobit estimation where the dependent variables are the firm's export and FDI status (whether the firm exports and invest abroad or not). Results of equation (1) show that TFP is positive and significantly correlated to the firm's export and FDI decision (at the 10 per cent significance level). Moreover, past export and FDI experience positively affect the probability of both exporting and getting involved Notes: In all the regressions we have controlled manufacturing industry to three digits. All the firms in the sample (2.468) are included in the estimations. Robust standard errors (clustered by firm) are given in parentheses; *, ** and *** denote significance at the 10, 5 and 1 per cent levels, respectively. In the last row, we include the p-value obtained from the F-equality test (2) show that better managed firms have a higher probability of exporting and being involved in FDI, regardless of their productivity level. This result suggests that management quality has a role in internationalization decisions of firms beyond its impact on productivity. Moreover, once we include management in the estimation, the firm's TFP level and the past export experience lost their significance in explaining the FDI probability.
Finally, in equation (3), we include only firms that change status during the period analysed. Results show that, among these Switcher firms, improvements in managerial abilities increase the likelihood of exporting and performing FDI, as well as increases in the TFP.
Conclusions
In recent years, the literature on international trade has focussed on learning more about the firm's behaviour in international markets. A number of theoretical models and empirical works have revealed the importance of productivity in the behaviour of firms in international markets process of firms, where only most productive firms could be involved in exporting and FDI. Parallel, the international business literature has highlighted that the firm's organizational structure together with the attributes of the top managers has a very relevant role in the behaviour of firms in international markets. Despite both branches of literature have focussed on the same topic and pursue the same goal, few are the papers that include both approaches together, and this is precisely the main motivation and contribution of this research, in other words, to reconcile the international trade literature and the international business literature into one empirical work, to deepen into the determinants of exporting and FDI.
The goal of the paper has been to analyse the role of management quality in the behaviour of firms in international markets, comparing its importance with the one of productivity. Firstly, using a sample of Spanish manufacturing firms, we have elaborated on a unique and comprehensive MQI, including the more relevant aspects of the managerial practices within the firm. Furthermore, we have included our management index into the international trade models with firm heterogeneity, and we have proceeded in two steps.
Step 1, we have focussed on the existence of a management quality premium on exporter 
(2)
(2) Notes: In all the regressions we have controlled for three digits manufacturing industry and for firm size. Robust standard errors (clustered by firm) are given in parentheses; *, ** and *** denote significance at the 10, 5 and 1 per cent levels, respectively and multinational firms compared to domestic firms, and we have compared this premium to the productivity premium already presented in the literature.
Step 2, we have analysed how management affects productivity and how these two variables interact in the firm's exporting decision and in the firm's decision to invest abroad. Our results show that there exists a considerable degree of heterogeneity across firms in terms of management. More precisely, multinationals are the better-managed firms, exporter firms have an intermediate management level and domestic firms are the worst managed firms. Differences in terms of productivity across firms respond to this same hierarchy. Moreover, among switcher firms, results show that in the periods in which they decide to export or to invest abroad, these firms are better managed but are not more productive than in the rest of the periods. Furthermore, results indicate that our management index is positive and significantly correlated to the firm's productivity level. Finally, we show that regardless of its positive relationship with productivity, management also has a direct impact on the firm's probability of exporting and involving in FDI.
These findings have wide implications regarding international trade literature. Until now, research has shown that the firm's internationalization behaviour is closely tied to its size, innovation and productivity level. Nevertheless, all these elements are the result of management decisions within the firm. Therefore, our results suggest that management has a key role in the behaviour of firms in international markets, comparable to the role of productivity. The fact that it is not easy to measure the management level in a firm should not act as a barrier to admit that managerial capabilities are crucial in exporting and FDI. Sunk costs at the entry of export markets are not all well-known, making exporting and FDI risky processes, more easily afforded by better managed firms. We have proposed that management is an instrument for firms and that better-managed firms will find the most efficient and least costly internationalization pattern.
